Pay-for-performance (P4P)-the term du jour used to describe the burgeoning body of programs that link reimbursement to health outcomesis poised to become a major and positive change for our health care system. Until today, we have lived with a system in which there is little or no incentive to provide high-value care. Reimbursement traditionally has been tied to utilization of services, and patients have known little about the relative quality of a provider's care. What's more, there are often disincentives to providing better care; for instance, shortening a stay in the hospital by providing good care can decrease a health system's net revenues.
Americans spend far more on health care than the citizens of any other country but often end up with poorer outcomes. And after paying so much more in health care costs-more than those in other countries as well as more than in the pastwe are seeing few clear improvements in quality. We are also blindly paying for health care that is of unknown or even questionable quality and value.
It is clear, then, how P4P initiatives are now on the upswing; the large purchasers of health care such as health plans, large employers, and the government are looking to combat the often shocking variations in the cost and quality of health care. One of the earliest P4P experiments was launched in 2003 by Bridges to Excellence, a coalition of physicians, health plans, and several large employers including General Electric, Procter & Gamble, and Verizon. Since then, many others, including the government and health plans, have followed suit. Today, there are well over 100 P4P programs. 1 The Leapfrog Incentives and Rewards Compendium features information on these at http://www.leapfroggroup.org/ about_us/other_initiatives/incentives_and_rewards/ rewards_compendium.
According to a 1999 report from the Institute of Medicine, as many as 98 000 Americans die every year from preventable medical mistakes made in hospitals alone. Pair this shortfall in quality with stratospheric costs, and you arrive at the formula that spawned The Leapfrog Group, a consortium of large companies and other private and public health care purchasers leveraging their buying power to trigger a "giant leap forward" in the safety, quality, and affordability of health care.
On behalf of the millions of Americans for whom many of the nation's largest corporations and public agencies buy health benefits, Leapfrog aims to use its members' tens of billions of dollars in annual health care expenditures as leverage for two main stimuli for change. The first is to convince the health care system to share the results on standard measurements of performance fully and openly with both health professionals and the public. This transparency provides for a more fair and rational health care marketplace. The second is to promote high-value health care through the use of financial incentives and rewards, much of which is popularly known as P4P.
EXAMINING THE EXPERIENCE TO DATE
Although it is still early in the game and there is a relative dearth of studies on how well P4P works, some valuable lessons have already been learned. The Rewarding Results program, sponsored by the Robert Wood Johnson Foundation and the California HealthCare Foundation with support from the Commonwealth Fund, released findings last November. Following are the top ten lessons learned from the program, which includes seven experiments testing a variety of P4P models.
Financial incentives do motivate change.
However, they need to be large enough to make a difference. Bridges to Excellence, for example, suggests that the minimum incentive be set at $5000 per physician to affect quality improvement; others suggest that incentives need to account for at least 10% of a physician's annual income. 2. Nonfinancial incentives also work. Just providing support for additional staffing to make a physician's job easier or supporting infrastructure to supplement technology can motivate physicians to hit quality targets. 3. Engaging physicians is critical. If physicians are not brought into the process as collaborators to ensure that goals are clinically meaningful, they will not adopt and sustain the change. 4. There is no clear picture yet of return on investment. Few national projects are conducting rigorous research on P4P's return on investment. Questions remain about who should benefit from cost savings and over what time span the return on investment should be calculated. 5. Public reporting stimulates providers to improve care. However, they need adequate tools and data to keep improving. Providers also need to be rewarded for installing and using health information technology and building infrastructure to track and compare performance. 6. Providers need feedback. Many of the Rewarding Results projects issue public report cards to help physicians compare their performance to others and make their performance more transparent to consumers. Physicians need to understand what aspect of their performance will be evaluated, how performance will be measured, and how performance and incentives are related. They also need to be given tools and guidance on how they can improve. 7. Providers need to be better educated about P4P. Payers need to find effective communication tools to raise awareness about P4P among providers who are often deluged with other information. If they do not, physicians will ignore quality improvement demands or, as in one case, inadvertently throw bonus checks in the trash because they are not aware of the program. 8. Data integrity is important. Most health care providers are more likely to participate if they view measures as valid and scientifically based. 9. Experience with managed care matters.
Markets in which managed care has more of a foothold seem to have an easier time with P4P because physicians and the general public are more comfortable with issues related to quality improvement. 10. P4P is not a magic bullet. If it is implemented well and aligned with other incentives including performance feedback, public reporting, and support for systems improvement, it appears to be an extremely useful tool.
PAVING THE WAY FOR THE FUTURE OF P4P
At Leapfrog, we have taken the lessons learned thus far and are bringing P4P to the next level. It is not just about paying more to those providers who do better. There are many different ways you can stimulate better and more efficient care. For instance, you can provide financial incentives to encourage employees (consumers) to choose highperforming health providers over ones who offer less quality and efficiency.
The Leapfrog Hospital Rewards Program (LHRP) is the first customizable, inpatient P4P program to reward and recognize hospitals for increasing value by enhancing care. Health care purchasers-employers, health care coalitions, and health plans-can use the LHRP to reward hospital excellence and performance improvement in their specific market. These rewards may be bonus payments, higher reimbursement rates, public recognition, and/or routing patients to high-performing hospitals for increased market share.
The program focuses on 5 clinical areas that account for a significant share of inpatient hospital admissions and cost and that represent significant opportunities for improvement: coronary artery bypass graft, percutaneous coronary intervention, acute myocardial infarction, community-acquired pneumonia, and deliveries/neonatal care. Together, the areas represent 20% of commercial inpatient spending and 33% of commercial admissions. The first markets using this program are currently gathering baseline data and are looking to start their first payouts next year. More details can be found at http://www.leapfroggroup.org/for_hospitals/ fh-incentives_and_rewards/hosp_rewards_prog.
BEYOND INCENTIVES AND REWARDS
Of course, affecting real and lasting change in health care by recognizing and rewarding high performance is a tall order. We need to take advantage of the honeymoon phase that P4P finds itself in right now. There is a lot of experimenting going on with various forms of incentives and rewards and different settings. But let's not find ourselves a few years down the road with experiments that were too feeble-the projects too limited, the incentives too small-and scrambling around for the next cure-all.
Curing a toxic payment system will require more than incentives and rewards. An influential multistakeholder group is currently working to find the best way to pay for care that holds the right parties accountable for quality. Without dismantling the 2 main payment models prevalent in the United States-fee for service and capitation-PROMETHEUS is attempting to create a payment environment in which doing the right things for the patient helps providers as well as insurers. Essentially, PROMETHEUS adds bold innovations to the familiar concepts of case rates and global fees. In the future, watch for pilot projects in which clinical integration around the care of a patient's entire well-being-not just parts-is encouraged and rewarded through a scorecard that rates clinical process and outcomes of care, patient experience with care received, and cost efficiency.
Like The Leapfrog Group, PROMETHEUS recognizes that the 3 crucial elements to major health system overhaul are payment reform, transparency, and consumer activation. I look forward to seeing the results of P4P and other experiments and to the day when what is paid actually reflects what is delivered.
